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Excise Tax Advisories (ETA) are interpretive statements issued by the Department of Revenue under authority of
RCW 34.05.230. ETAs explain the Department’s policy regarding how tax law applies to a specific issue or specific
set of facts. They are advisory for taxpayers; however, the Department is bound by these advisories until superseded
by Court action, Legislative action, rule adoption, or an amendment to or cancellation of the ETA.
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TRANSFER OF CAPITAL ASSETS TO JOINT VENTURES
Issued August 5, 1966

Does the transfer of capital assets to a joint venture qualify for exemption from the Use Tax where
the interests received are not in proportion to the assets contributed?

The taxpayer, a joint venture, received equipment and cash from some members of the venture as a
contribution to its capital. The equipment contributions were credited to a special accounts payable, and
the cash contributions to a separate contribution account. Only the interests received in the venture for the
cash contributions were in proportion to the profit and loss ratio of the venture, whereas the contributors of
equipment were paid for these contributions as money was received from the construction contract. No
funds were paid out to all members according to their profit and loss ratio until the payments for equipment
had been made.

Rule 106 provides an exemption from the Use Tax where there has been a transfer of the capital
assets of a business in exchange for a beneficial interest in the joint venture or partnership.

The Commission held that the equipment contributions were in fact a sale to the joint venture rather
than in exchange for a beneficial interest. Thus, no exemption from Use Tax was allowed for the transfer
of the equipment to the Joint venture.
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